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Question 1 


Ajay is the floor manager of Fabulous Furniture Ltd in Tamworth, a company that sells furniture to 
the general public in regional New South Wales. The company is registered for Goods and Services 
Tax (GST) purposes. Ajay is provided with the following benefits/ payments by the company 
during the 2013 Fringe Benefit Taxation year (where relevant, the figures are inclusive of GST): 


a. Fabulous Furniture Ltd owns a block of residential apartments. Ajay was offered 
accommodation in the apartments (commercially rented at $320 per week) in exchange for a 
reduction in his salary of $300 per week; 


b. — Ajay furnished his apartment with furniture from Fabulous Furniture Ltd on 1 May 2012. He 
was charged $14,500 for the furniture. The furniture would normally be sold to the public for 
$28,500. Fabulous Furniture Ltd also has a wholesale section where similar furniture would 
be sold to retailers for $16,500; 


c. Fabulous Furniture Ltd granted Ajay a staff loan for the $14,500 outstanding amount owed on 
the furniture. It is a low interest loan with an interest rate of 0.5% per annum; 


d. Ajay received a meal allowance of $50 per day for two weeks for his evening meals 
amounting to $700, attending a conference in Sydney. Accommodation, breakfast and lunch 
was paid for by Fabulous Furniture Ltd; and 


é. Ajay contributed $200 per month to a complying superannuation fund. For every One Dollar 
($1) Ajay contributed to the superannuation fund, Fabulous Furniture Ltd contributed Two 
Dollars ($2). 


With reference to legal authority, comment on the Fringe Benefit Taxation (FBT) implications 
for each of the above benefits / payments that Ajay received during the 2013 FBT year. 
Calculate the FBT liability in respect of the above arrangements. 


Question 2 


Business Bank provided the following package (including an annual salary of $88,000) to Sam Xu, 
one of their senior executives: 


Annual holiday package - $7,000 
This package is paid for by Business Bank and includes flights and accommodation for 3 weeks in 
July for the whole family (wife and two children) to Hong Kong. 


Company car 
On 1 October 2012 Sam entered into a fully maintained novated lease agreement to purchase a 
Holden Commodore worth $50,000. Sam travelled 13,000 kilometers for the period under review. 


Telephone account 
Business Bank paid $5,550 towards the private telephone of Sam, which is the full account. The 
estimated business use was 50% of the full account. Sam paid Business Bank $2,220 towards the 
account. 

Question 2 continued on page 3 
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Car parking - free 

Sam Xu is based in Sydney’s CBD and part of his package is free parking below the building. Half 
of the car park is used as a commercial car park. Daily parking rates are set at $85 per day. Sam 
made use of the car parking for 84 days during the FBT period under review. 


With reference to legal authority, discuss the Fringe Benefit Taxation (FBT) implications for 
each of the above events during the 2013 FBT year. For each of these events, calculate the 
taxable value and grossed-up taxable value of any fringe benefits provided. 


Question 3 
Violet Jessop had a very unlucky year and needs your assistance. 


Event 1 

On 3 July 2012 her husband filed for divorce and on 3 December 2012 a court order was issued to 
transfer 50% of the shares her husband held in BHB Billabong to her. The 25,000 shares were 
bought on 20 March 2005 for $35 a share. The market value at the date of the transfer was $50 per 
share. Violet sold the shares on 17 January 2013 for $45 a share. She incurred brokerage fees of 
$380. 


Event 2 

As part of the settlement agreement Violet kept the main residence on a beautiful rural property in 
the Blue Mountains. The property was 1.8ha and has been her and her ex-husband’s main residence 
since they bought it on 23 October 2001 for $150,000. Unfortunately, a severe bushfire destroyed 
the house on 21 December 2012. It was insured and the insurance payout amounted to $450,000. 
The market value on the day before the fire was $550,000. 


Event 3 

Violet was given Council approval to subdivide the property into two blocks of land and build a 
unit on each block of land. The total project cost to Violet was $690,000. She continued to be the 
owner of the blocks of land. By 12 May 2013 the first unit was completed and Violet moved into 
the unit and used it as her main residence. On 14 May 2013 the other unit was completed and sold 
within a week for $550,000 on 21 May 2013. 


Violet seeks your advice on the Capital Gains Taxation (CGT) implications of the events 
outlined above for the financial year ending 30 June 2013. All advice should be given with 
reference to legal authority and where applicable, calculations should be shown. 


GSB606 Trimester 1, 2014 


Question 4 


Lona Lewis is retiring and moving to the Bahamas on 14 June 2014. In order to afford the move 
and to finalise her affairs in Australia she sold the following during the 2013 taxation year: 


Car dealership 

Lona sold her car dealership on 30 November 2012 for $5,900,000. She inherited the car dealership 
on 12 October 1997 when her grandmother passed away and has always been in control of the 
dealership. The market value at the date of her grandmother’s death was $2,500,000. Her 
grandmother purchased the car dealership on 14 October 1985 for $1,120,000. Solicitors’ fees on 
the sale were $12,500 and advertising amounted to $3,400. The dealerships’ turnover for the past 
three years was $1,500,000 per annum. The net asset value on the date of sale was determined to be 
$5,800,000. The buyer of the dealership is registered for Goods and Services Tax (GST). 


Home entertainment system 
The home entertainment system was bought for $9,990 on 20 February 2010. She sold it to the local 
RSL club for $12,000 on 27 February 2013. 


Antique furniture set 

Lona received antique furniture as a present on 7 June 2003. At that stage the set was worth 
$15,800. She sold the set for $23,200 on 14 May 2013. She paid the auctioneer $400 for his 
services in selling the set. 


Lona seeks your advice on the Capital Gains Taxation (CGT) and Goods and Services Tax 
(GST) implications of the events outlined above for the financial year ending 30 June 2013. 
All advice should be given with reference to legal authority and where applicable, calculations 
should be shown. Where relevant, the figures are exclusive of GST. 
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Question 5 


With reference to legal authority, comment on the Goods and Services Taxation (‘GST’) 
implications of the following (where relevant, the amounts include GST): 


a. Private school fees paid by the school principal for his own children amounting to $8,600. 
The normal fees charged for two children is usually $12,600; 


b. | Course fees paid by an overseas engineer that wishes to obtain an Australian Qualification. 
He has registered a business name in Australia, but has not performed any work in Australia 
yet. The course costs $5,300 comprising $3,300 for course fees and $1,200 for 
accommodation and meals when he visited Australia to attend the intensive school; 


c. A laptop purchased by a book writer, to be utilised 90% of the time for business purposes, for 
$3,000. The book writer has her own ABN and has a turnover of $60,000 per annum; 


d. Merchant fees of $3,000 and account fees of $200 for the year paid by the Youth Council to 
ABC Bank relating to fees on their bank account; 


e. $5,000 dental fees paid by a full time model (she has a turnover of $350,000 in contract work) 
to whiten her teeth in order to secure more work; 


f The importation of $35,000 worth of Sculpture Art from the United Kingdom purchased by 
an art gallery in NSW. The freight and stamp duty amounted $3,500 and $1,250; and 


g. | Mark’s Gully Public School operates a canteen located on the school premises, which is run 
by the Parents and Citizens Association. Food is generally supplied only to staff and students, 
but occasionally also supplied to school boarders as part of their board. The canteen has a 
turnover of $85,000 per annum. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so 
may result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 


